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France  and  Italy:  Partners  in  a  New  Europe? 


BY  FRED  W.  RIGGS 

FOLLOWING  a  meeting  at  Cannes  in  December 
1948  the  Foreign  Ministers  of  France  and  Italy,  M. 
Robert  Schuman  and  Count  Carlo  Sforza,  declared, 
“The  two  ministers  have  made  clear  the  perfect 
identity  of  views  of  the  two  governments  on  the 
principal  problems  of  the  day,  particularly  on  the 
necessity  for  greater  cooperation  between  the  two 
countries  as  the  necessary  basis  for  the  organiza¬ 
tion  of  Europe.”*  To  what  extent  has  this  confi¬ 
dently  proclaimed  partnership  actually  developed 
as  France  and  Italy  have  faced  the  difficult  prob¬ 
lems  of  formulating  their  respective  roles  in  post¬ 
war  Europe? 

Striking  similarities  and  differences  have  charac¬ 
terized  their  past  history.  Both  knew  defeat  and 
occupation  by  Germany,  although  one  entered  the 
war  as  an  ally  and  the  other  as  an  enemy  nation. 
Both  have  possessed  empires.  Italy  today  is  trying 
to  regain  some  of  its  lost  possessions  and  France, 
to  retain  colonies  swept  by  nationalist  movements. 
Both  have  memories  of  a  powerful  neighbor — Ger¬ 
many  and  Austria-Hungary  —  which  profoundly 
affect  their  foreign  policy. 

The  two  countries  have  sometimes  cooperated  in 
a  friendly  way,  as  when  France  in  the  nineteenth 
century  championed  the  cause  of  Italian  unification 
against  the  Hapsburgs.  They  have  also  been  en¬ 
emies  and  rivals  —  for  colonies  in  Africa  and  for 
disputed  border  areas  in  Europe.  The  cultural  and 
political  histories  of  these  two  Latin  and  Mediter¬ 
ranean  countries,  distinct  yet  closely  intertwined, 
have  been  marked  by  amiable  fraternization  and 
sharp  misunderstandings.  In  the  post-war  period 
they  have  signalized  their  mutual  desire  for  more 
intimate  relations  by  drawing  up  plans  for  a  cus¬ 
toms  and  economic  union.  In  this  respect  they  may 
be  opening  the  way  for  broader  cooperation  as 
Count  Sforza  intimated  when  he  wrote:  “If  far¬ 
sighted  French  and  Italian  statesmen  are  capable  of 
an  accomplished  fact — whether  it  be  an  alliance  or 

I.  Relaz'oni  Intcrnazionali  (Rome),  January  i,  1949,  p.  i. 
On  recent  domestic  trends  sec:  Fred  W.  Rijrgs,  “France:  the 
Fourth  Republic  on  Trial,"  and  “Italy’s  Road  Back,”  Foreign 
Policy  Reports,  January  15  and  May  15,  1949.  Vol.  XXIV,  No. 
17  and  Vol.  XXV,  No.  5. 


an  understanding  open  to  all  .  .  . — the  world  will 
first  of  all  be  astonished  and  then  will  imitate:  and 
in  any  case  everywhere  it  will  win  respect.”^ 

In  re-studying  their  roles  in  world  affairs,  France 
and  Italy  have  confronted  problems  which  might 
be  visualized  as  a  series  of  concentric  circles.  At 
the  center  could  be  placed  the  problem  of  their 
mutual  relations.  In  the  next  circle,  issues  affecting 
their  continental  neighbors — Germany  in  one  case 
and  Yugoslavia  and  Austria  in  the  other.  A  third 
circle  might  include  their  colonial  aspirations.  In  a 
fourth  circle  may  be  inscribed  the  role  of  France 
and  Italy  in  the  global  struggle — with  both  do¬ 
mestic  and  international  implications — that  is  tak¬ 
ing  place  between  the  world’s  superpowers  and 
their  rival  ideologies.  An  outer  circle  would  in¬ 
clude  those  relationships  that  are  universal  in  scope 
— membership  in  the  United  Nations  and  other 
world  organizations,  actual  or  projected. 

FRANCO-ITALIAN  RELATIONS 

Considering  the  way  in  which  Italy  entered  the 
war  against  France,  there  were  surprisingly  few 
outstanding  issues  to  be  resolved  between  the  two 
countries  at  the  end  of  the  conflict.  Before  the  war 
Mussolini  had  sought  to  arouse  irredentist  enthusi¬ 
asm  for  the  retrocession  to  Italy  of  Cx)rsica,  Tunisia, 
Nice  and  Savoy Under  the  terms  of  the  Franco- 
Italian  armistice  of  June  1940,  Italy  occupied  most 
of  Nice  and  Savoy,  but  did  not  take  Corsica. 

At  the  war’s  end,  in  addition  to  regaining  its 
previous  frontiers,  France  sought  several  small 
boundary  changes  in  its  favor  and  the  establish¬ 
ment  of  a  demilitarized  zone  on  the  Italian  side  of 
the  border.  It  did  not,  however,  press  a  claim  for 
the  upper  Valle  d’Aosta  with  its  French-speaking 
population,  as  some  observers  had  expected.  The 
Fascist  regime  had  attempted  to  suppress  French 
language  and  customs  in  that  area.  This  had  in- 

3.  Corsica  was  purchased  by  France  from  the  Republic  of 
Genoa  in  1768.  Nice  and  Savoy  were  annexed  to  France  in 
i860  following  a  French-managed  plebiscite  revealing  senti¬ 
ment  for  union.  The  areas  had  been  pledged  to  France  by 
Piedmont  in  return  for  promised  aid  against  Austria. 

2.  Italy  and  Italians  (N.  Y.,  Dutton,  1949),  pp.  122-3. 
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duced  the  French  government,  following  the  col¬ 
lapse  of  Italy,  to  send  troops  into  Valle  d’ Aosta  and 
to  begin  there  a  pro-French  campaign.  With  the 
U  restoration  of  Italian  control  in  1945,  however,  re- 
d  strictions  on  ancient  local  customs  were  removed 
and  some  administrative  autonomy  was  granted — 
:e  later  confirmed  by  the  Italian  constitution  and  a 
It  special  statute'* — thus  removing  the  chief  reasons 
tt  for  seeking  a  union  with  France. 

Under  the  peace  treaty  Italy  demilitarized  a 
S  zone  twenty  kilometers  wide  from  the  French  bor- 
der,  and  France  was  granted  a  number  of  small 
d  accessions  of  territory — sought  for  strategic,  his- 
^  torical  and  ethnic  reasons — including  the  Little  St. 

Bernard  Pass,  Mont  Cenis,  Mont  Thabor-Chaber- 
^  ton,  and  the  Briga-Tenda  area.  France,  however, 
was  to  provide  Italy  with  electric  power  and  water 
d  supplies  formerly  furnished  by  areas  given  to 
France,  including  Mont  Cenis  and  Briga-Tenda. 
^  Italy  was  also  to  permit  the  establishment  of  a  rail- 
way  connection  from  Briangon  to  Mondane,  via 
Bardonneche,  through  Italian  territory,  and  was 
not  to  subject  trains  passing  through  this  stretch  to 
customs  duties  or  unjustifiable  delays.’ 

Minor  rectifications  of  the  border  changes  were 
agreed  to  on  July  8,  1948.  These  included  the  retro- 
cession  to  Italy  of  management  of  the  power  station 
on  Mont  Cenis,  the  winter  sports  center  of  Cla- 
vieres,  and  some  small  areas.  In  return  Italy  under- 
^  took  to  build  a  dam  to  help  provide  water  for 
Menton  on  the  Riviera.^ 

**  Apart  from  a  few  minor  claims,  France  did  not 
press  for  reparations  from  Italy,  and  thus  the  Italian 
peace  treaty  represented  an  almost  complete  har- 
monization  of  Franco-Italian  relations,  with  no  im- 
portant  disputes  outstanding  between  them. 

31 

toward  close  cooperation 

[g 

France  and  Italy,  soon  after  the  war,  began  to 
,j^  support  each  other  in  international  negotiations  and 
to  seek  new  methods  of  closer  cooperation.  An  early 
opportunity  arose  in  connection  with  the  problem 
of  labor  migration.  France  suffers  from  a  chronic 
Q.  shortage  of  labor  in  contrast  with  Italy  where  sur- 
by  plus  population  is  an  acute  problem. 

4'  “Constitution  of  the  Italian  Republic,”  Department  of  State, 
Documents  and  State  Papers,  Vol.  I  (1948),  pp.  46-63.  Sec 
-  Art.  116. 

5-  “Treaty  of  Peace  with  Italy,”  Department  of  State,  Treaties 
>ttd  other  International  Acts  Series  1648,  Articles  2,  6-9,  47  and 
^nexes  II  and  III.  See  also  French  Press  and  Information  Serv- 
^  Kt,  News  from  France,  Nos.  19  and  21  (1946). 
j,'  b-  Le  Figaro,  July  18-19,  1948,  p.  3;  New  Yor^  Times,  July 

(j  >8,  1948.  The  Committees  of  Foreign  Affairs  of  the  French 

I  National  Assembly  and  Council  on  December  29,  1948  and 
January  4,  1949,  respectively,  recommended  that  the  treaty  be 
oot  ratified.  Final  action  has  not  yet  been  taken. 


Negotiations  between  Rome  and  Paris  for  an 
agreement  on  labor  migration  resulted  on  February 
22,  1946  in  an  accord  providing  for  20,000  coal 
miners  to  go  to  France.  By  November,  however, 
due  to  technical  difficulties,  only  4,000  had  gone 
under  the  agreement,  although  some  10,000  Italians 
were  estimated  to  have  crossed  the  border  clandes¬ 
tinely.  It  was  evident  that  a  new  arrangement  was 
necessary.  An  agreement  initialed  on  November  30 
and  signed  in  Paris  March  21,  1947  envisaged  the 
annual  migration  of  200,000  Italian  workers,  with 
their  families  if  they  wished.  Provision  was  made 
for  the  protection  of  the  workers’  welfare,  transfer 
of  funds,  and  various  other  safeguards.^ 

The  results  of  the  agreement  to  date  have  proved 
somewhat  disappointing,  however,  as  actual  migra¬ 
tion  of  workers  in  1947  amounted  to  only  51,000 
and  the  number  fell  to  17,181  for  the  first  nine 
months  of  1948  and  10,907  for  the  first  three  months 
of  1949.® 

A  preliminary  step  toward  general  economic  co¬ 
operation  was  taken  when  Italy  and  France  signed 
a  commercial  treaty  on  December  22,  1946.^  The 
most  significant  development  in  Franco-Italian  re¬ 
lations,  however,  was  the  preparation  for  a  customs 
union,  leading  to  the  ultimate  goal  of  an  economic 
union.  Initial  suggestions  regarding  this  possibility, 
made  at  various  times  in  1947,  reached  concrete 
form  during  the  Paris  discussions  of  sixteen  nations 
on  the  Marshall  plan.*® 

A  mixed  commission,  established  to  make  a  de¬ 
tailed  study  of  the  subject,  reported  on  December 
22  a  number  of  concrete  proposals,  and  stated  that 
a  customs  union  would  have  to  become  in  time  a 
full  economic  union.** 

Implementing  this  report,  Georges  Bidault  and 

7.  “Accord  d’immigration  franco-italien  (21  mars  1947)”  and 
“Conference  de  presse  de  M.  Ambroise  Croizat  .  .  .,”  Notes 
dociimentaires  et  etudes.  No.  780  and  504;  “Decreto  legislativo, 
10  aprile  1948,  n.730,”  Gazzetta  Ufficiale,  Pt.  i.  No.  142 
(June  21,  1948),  pp.  2158-67.  “The  Franco-Italian  Migration 
Agreements,”  International  Labour  Review,  V'ol.  LV  (May 

1947) 1  PP-  395''402.  A  further  agreement  on  February  3,  1948 
dealt  with  recruitment  of  agricultural  workers.  See  “Italian 
Agricultural  Emigration  to  France,”  ibid.,  Vol.  LIX  (January 
1949).  PP-  80-84. 

8.  For  statistics  see  Revue  frangaise  de  travail.  The  EGA  gives 
a  figure  of  36,000  for  1947.  Economic  Cooperation  Admin¬ 
istration,  Italy,  Country  Study  (Washington,  1949),  p.  42. 

9.  “Legge  16  dicembre  1947,  n.1757,”  Gazzetta  Ufficiale,  Part 
I,  No.  66  (March  18,  1948),  p.  934. 

10.  For  protocol  of  September  13,  1947  setting  up  the  mixed 
commission,  see  Department  of  State,  Bulletin,Vo\.  XXI  (1949), 

P-  243- 

11.  Commission  mixte  franco-italienne  pour  I’ctude  d’une 
union  douaniere,  entre  la  France  et  ITtalie,  Rapport  final  (Paris, 

1948) .  See  also:  “Documents  relatifs  ^  la  creation  d’une  union 
douaniere  entre  la  France  et  I’ltalie,”  Notes  documentaires  et 
etudes.  No.  876  (April  10,  1948);  Howard  J.  Hilton,  Jr.,  “The 
Franco-Italian  Customs  Union,”  Department  of  State,  Bulletin, 
Vol.  XXI  (1949),  pp.  203-215,  243-246. 
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Count  Carlo  Sforza  on  March  20,  1948  initialed  a 
protocol  for  the  establishment  of  a  proposed 
union.*^  The  commission  continued  its  studies  and 
on  January  22,  1949  reported  that  a  full  customs 
union  could  be  realized  within  twelve  months,  but 
that  final  economic  union  would  have  to  wait 
pending  the  stabilization  of  conditions  in  the  two 
countries,  and  the  coordination  of  production  so 
that  each  country  could  supplement  the  other’s 
needs.*^ 

On  March  26,  1949  the  Foreign  Ministers  of  the 
two  countries  signed  a  treaty  providing  for  the 
customs  union  to  be  established  in  1950  and  the 
complete  economic  merger  by  1955.  When  the 
union  comes  into  effect,  all  tariffs  on  goods  passing 
between  the  two  countries  are  to  be  abolished,  and 
a  uniform  tariff  is  to  be  established  for  foreign 
goods  coming  into  both  countries.  A  permanent 
council  was  to  be  set  up  to  plan  the  detailed  stages 
for  realization  of  the  customs  union.’** 

While  some  observers  greeted  the  treaty  as  mark¬ 
ing  a  new  chapter  in  economic  cooperation,  others 
were  less  optimistic,  pointing  out  that  various  re¬ 
strictions,  such  as  compensatory  taxation,  might 
nullify  the  proposed  elimination  of  tariff  barriers. 
A  serious  blow  at  the  incipient  union  came  on 
May  10  when  the  French  Economic  Council,  an 
advisory  body  to  the  Parliament,  condemned  the 
union  on  the  grounds  that  Italy’s  unemployment 
and  lower  living  scales  would  depress  French 
standards,  and  that  the  two  economies  were  com¬ 
petitive  rather  than  complementary.  As  the  treaty 
has  not  yet  been  ratified  the  ultimate  fate  of  the 
customs  union  remains  to  be  determined. 

CONTINENTAL  RELATIONS 

Although  Germany  in  the  case  of  France,  and 
the  successors  of  the  Austro-Hungarian  empire 
in  the  case  of  Italy,  offered  no  immediate  danger 
in  the  post-war  period,  both  Italy  and  France 
wished  to  reduce  to  a  minimum  the  possibilities 
of  future  peril. 

AUSTRIA  AND  THE  SOUTH  TYROL 

The  likelihood  of  an  Austrian  or  Yugoslav  inva¬ 
sion  of  Italy  had  become  remote  by  the  end  of 
World  War  II.  Nevertheless,  serious  border  prob¬ 
lems  remained  in  Italy’s  relations  with  the  suc¬ 
cessor  states  to  the  Hapsburg  Empire,  which  be- 

12.  Ibid.,  Vol.  XXI  (1949),  p.  243. 

13.  Commission  mixte  franco-italienne  d’union  douaniire, 
Compte  rendu  (Paris,  1949). 

14.  Relazioni  Internazionali,  April  2,  1949,  p.  213;  Cahiers 
jranfoise  d’ information,  April  15,  1949,  p.  25;  Department  of 
State,  Bulletin,  Vol.  XXI  (1949),  p.  245. 


fore  1866  had  ruled  a  considerable  part  of  Italian  I 
territory.  j 

The  issue  of  the  South  Tyrol  which  threatened  t 
to  become  a  sore  point  in  Italo-Austrian  relations  t 
was  promptly  settled  to  Italy’s  advantage.  Italy  had  [ 
not  obtained  the  Italia  Irredenta,  including  Tren-  t 
tino  and  South  Tyrol  (Alto  Adige),  during  its  1 

unification  in  the  i86o’s.  At  the  termination  of  1 

World  War  I,  however,  this  area  was  awarded  to  ; 
Italy  under  the  terms  of  the  secret  Treaty  of  Lon-  1 
don  of  1915.  Although  the  population  of  the  South  | 
Tyrol  was  predominantly  German-speaking,  Italy 
claimed  the  area  up  to  the  Brenner  Pass  for  stra-  ! 
tegic  reasons,  and  the  grant  was  made  as  a  reward 
for  fighting  on  the  Allied  side. 

The  decision  to  continue  Italian  control  of  the 
South  Tyrol  was  made  by  the  London  Council  of 
Foreign  Ministers  in  September  1945.  When  the 
Council  convened  again  in  Paris,  it  rejected  on 
June  24  an  Austrian  plea  to  restore  the  Brenner 
Pass  and  make  some  other  changes  in  the  bound¬ 
ary,  and  proposed  that  Italy  and  Austria  reconcile 
their  differences  by  concluding  a  “mutually  advan¬ 
tageous  arrangement.”  None  of  the  powers  wanted 
to  antagonize  the  Italians  further,  in  view  of  all 
the  other  concessions  Italy  was  being  asked  to 
make. 

Having  accepted  this  territorial  division  as  final, 
Austria  reached  an  agreement  with  Italy  on  Sep¬ 
tember  5,  1946  in  Paris  providing  for  the  full  pro¬ 
tection  of  the  German-speaking  minority’s  rights 
in  the  disputed  area  and  the  facilitation  of  travel 
and  trade.  This  agreement,  on  the  recommendation 
of  the  Paris  conference  of  July-October  1946,  was 
given  international  sanction  by  its  incorporation 
as  an  annex  in  the  Italian  peace  treaty.’’ 

The  Italian  Constituent  Assembly,  subsequently, 
on  January  31,  1948  provided  for  the  establishment 
of  a  regional  council  in  the  South  Tyrol.  The  pres¬ 
idency  of  the  council  was  to  rotate  between  Ger¬ 
mans  and  Italians  for  two-year  terms.  Moreover, 
the  council  was  to  meet  alternatively  for  two-year 
periods  in  German-speaking  Bolzano  and  Italian¬ 
speaking  Trento.  Full  minority  linguistic  rights 
were  to  be  maintained.’*’ 

Italy  pressed  further  toward  amicable  relations 
with  Austria  by  concluding  a  number  of  treaties, 
pursuant  to  the  terms  of  the  basic  accord  of  Sep¬ 
tember  5,  1946.  An  agreement  on  November  24, 
1947  provided  for  the  return  of  German-speaking 
persons  who  had  left  the  South  Tyrol  under  the 

15.  Italo-Austrian  treaty,  September  5,  1946,  in  Treaty  of 
Peace  with  Italy,  cited.  Annex  IV. 

16.  “Statute  speciale  per  il  Trentino-Alto  Adige,  Legge  con- 
stituzionale  22  febbraio  1948,  n.5,”  Gazzetta  Ufficiale,  Part  I> 

No.  62  (March  13,  1948),  pp.  870-878. 
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Hitler-Mussolini  agreement  of  1939  which  had 
given  local  residents  an  option  between  emigration 
to  Germany  or  permanent  acceptance  of  Italian  na¬ 
tionality.  On  November  9,  1948  pacts  were  signed 
permitting  Austria  the  use  of  a  70-mile  railway 
taken  from  Austria  in  1918,  and  granting  transit 
rights  through  the  Brenner  Pass.  A  trade  agree¬ 
ment  signed  in  March  1949  provided  for  the 
annual  exchange  of  goods  valued  at  about  $80  mil¬ 
lion.  The  surplus  in  Italy’s  favor  was  to  be  used  to 
pay  for  Austrian  use  of  Trieste  harbor  facilities. 
Another  treaty  governing  trade  relations  in  the 
South  Tyrol  was  concluded  in  May  1949.^’  Thus, 
although  the  Austrian  government  has  not  given 
up  its  interest  in  the  South  Tyrol,  where  a  pro- 
Austrian  “Edelweiss”  party  flourishes,  the  two 
countries  have  moved  a  long  way  in  the  direction 
of  improved  relations. 

YUGOSLAVIA  AND  TRIESTE 

On  its  eastern  frontiers  Italy  faces  a  perennial 
problem  in  attempting  to  work  out  a  viable  basis 
for  harmony  with  Yugoslavia.  Relations  between 
these  two  countries  have  been  continuously  dis¬ 
turbed  by  their  respective  claims  to  the  Istrian 
peninsula  and  its  important  ports. 

The  Istrian  plateau  area  is  largely  inhabited  by 
Slav  peasants,  but  the  western  coastal  fishing  re¬ 
gions  and  the  cities  are  predominantly  Italian  in 
character.  Any  conceivable  border  would  create  a 
substantial  minority  problem.  The  interests  of  the 
rival  claimants  in  the  disputed  areas  are  based  pri¬ 
marily  on  ethnic  grounds,  but  the  importance  of 
the  ports  to  the  development  of  their  economies  is 
also  put  forward  as  a  major  consideration.*® 

The  division  embodied  in  the  Italian  peace  treaty 
gave  Yugoslavia  most  of  Venezia  Giulia  (about 
85  per  cent  of  its  area),  the  population  of  which  was 
three-fourths  Slav  and  one-fourth  Italian.  The 
Yugoslav  area  included  the  southern  half  of  the 
Istrian  peninsula  with  the  ports  of  Parenzo,  Rovig- 
no  and  Pola.  Yugoslavia  also  received  the  various 
coastal  islands  previously  held  by  Italy,  and  the 
port  of  Zara  in  Dalmatia.*^ 

A  marginal  area,  including  some  300  square 
miles  around  the  city  of  Trieste,  was  neutralized 
and  given  an  independent  legal  status  as  the  Free 
Territory  of  Trieste.  Although  chiefly  populated  by 
Italians,  the  city  had  been  claimed  by  Yugoslavia 
as  essential  for  its  economy.  The  peace  treaty  pro- 

•7.  Chronology  of  International  Events  and  Documents  (Lon- 
<lon),  Vol.  Ill  (1947),  p.  loo;  Vol.  IV  (1948),  p.  768. 

•8.  C.  Groves  Haines,  “Trieste — A  Storm  Center  of  Europe,” 
foreign  Policy  Reports,  Vol.  XXII,  No.  2  (April  i,  1946). 

*9.  Treaty  of  Peace  with  Italy,  cited.  Articles  3-5,  ii. 


vided  a  Permanent  Statute  and  interim  arrange¬ 
ments  for  the  area.^°  An  important  compromise 
which  made  agreement  among  the  Foreign  Min¬ 
isters  possible  involved  giving  final  responsibility 
to  the  UN  Security  Council,  which  was  to  appoint 
a  governor  for  the  Free  Territory. 

The  Security  Council  on  January  lo,  1947,  a 
month  before  the  signing  of  the  Italian  peace  treaty 
itself,  approved  the  various  statutes  governing  the 
Free  Territory.  It  immediately  bogged  down,  how¬ 
ever,  on  the  appointment  of  a  governor.  After  re¬ 
peated  consideration  of  the  subject,  and  after  seek¬ 
ing  compromise  proposals  from  the  five  permanent 
members  and  from  Italy  and  Yugoslavia,  the  Se¬ 
curity  Council  on  March  9,  1949  postponed  the 
matter  indefinitely.^* 

Meanwhile  the  Free  Territory,  without  benefit 
of  a  governor  and  a  civilian  administration,  re¬ 
mained  under  military  control,  divided  into  two 
mutually  independent  zones,  the  southern  half 
under  Yugoslav  administration  and  the  northern 
half  under  Anglo-American.  Incidents  on  both  sides 
and  the  independent  policies  followed  by  the  oc¬ 
cupying  powers  led  to  a  series  of  protests  and  cre¬ 
ated  a  general  feeling  that  the  prevailing  situation 
was  unsatisfactory  to  all  interested  parties.^^ 

CHANGE  IN  STATUS  OF  TRIESTE.^ 

Under  these  circumstances  the  United  States, 
France  and  Great  Britain  took  the  initiative  on 
March  20,  1948  by  sending  notes  to  the  Soviet  Un¬ 
ion  and  Italy  proposing  that  a  protocol  to  the 
peace  treaty  be  negotiated  providing  for  the  return 
of  the  Free  Territory  to  Italy Coming  during  the 
course  of  the  hotly  contested  Italian  elections  when 
the  future  orientation  of  Italy  hung  in  the  balance, 
this  move  was  widely  interpreted  as  a  bid  to  win 
the  Italian  voters  for  the  West.  Indeed,  the  next  day 
the  Moscow  radio  alleged  that  the  main  aim  of 
the  three-power  proposal  was  to  influence  the  Ital¬ 
ian  election. 

The  tripartite  note  itself  argued  that  Yugoslavia 
had  taken  measures  in  its  zone  which  “definitely 
compromise  the  possibility  of  applying  the  statute.” 
It  went  on  to  say  that  the  three  powers,  consider- 

20,  Ibid.,  Annexes  VI-IX.  For  the  discussions  preceding  adop¬ 
tion  of  the  peace  treaty  see  Department  of  State,  Maying  the 
Paece  Treaties,  1941-1947,  Publication  2774  (Washington, 
1947).  Sec  also  Winifred  N.  Hadsel,  “The  Five  Axis  Satellite 
Peace  Treaties,”  Foreign  Policy  Reports,  Vol.  XXIII,  No.  3 
(April  15,  1947). 

21.  United  Nations,  Annual  Report  of  the  Secretary-General 
on  the  Worl^  of  the  Organization,  1947-8  (Lake  Success,  1948), 
A/565.  P-  15- 
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ing  that  Trieste  had  an  overwhelmingly  Italian 
population,  had  always  believed  that  the  city  should 
go  to  Italy  but  had  agreed  to  the  Free  Territory 
only  as  a  compromise  which  was  now  seen  to  be 
unworkable. 

Italy  immediately  acknowledged  receipt  of  the 
proposal  in  a  note  expressing  the  “rejoicing”  of  the 
people  of  Italy  and  Trieste  over  the  proposal  which 
was  seen  as  constituting  “recognition  of  a  funda¬ 
mental  principle  of  international  justice,”  and  the 
basis  for  peace  between  Italy  and  Yugoslavia.^"* 

Some  observers  expected  that  the  Soviet  Union, 
because  of  the  decisive  Italian  election,  might  agree 
to  the  three-power  proposal  so  as  to  strengthen  the 
prospects  of  the  Italian  Communists.  These  expec¬ 
tations  were  not  fulfilled,  however,  as  Moscow, 
after  a  three-week  delay,  rejected  the  American 
proposal  on  the  ground  that  the  peace  treaty  could 
not  be  revised  “by  means  of  correspondence  or  the 
organization  of  private  conferences,”  a  procedure 
which  would  violate  “the  elementary  principles  of 
democracy.”  The  United  States  replied  on  April  i6 
that  the  procedure  it  recommended  corresponded 
to  that  by  which  the  peace  treaty  was  originally 
formulated,  and  failed  to  see  anything  inappropri¬ 
ate  in  it,  but  that  it  undertook  to  consider  any  pro¬ 
cedure  suggested  by  the  Soviet  Union.^^ 

The  Yugoslav  government  had  responded  to  the 
three-power  memorandum  on  March  22,  protesting 
that  the  proposal  was  calculated  to  stir  up  “chauvin¬ 
ist  hatred  against  the  peoples  of  Yugoslavia  and 
poison  internal  relations  in  Italy.”  However,  For¬ 
eign  Minister  Simi^  told  the  press  the  same  day  that 
his  government  was  willing  to  reopen  negotiations 
with  Italy  on  the  basis  of  talks  held  in  1946  between 
Marshal  Tito  and  Signor  Togliatti,  leader  of  the 
Italian  Communist  party,  at  which  time  it  had 
been  suggested  that  Italy  might  obtain  Trieste  in 
exchange  for  Gorizia,  an  important  city  just  inside 
the  Italian  border.  Yugoslavia  considered  that  inter¬ 
nationalization  of  Trieste  was  not  a  satisfactory 
solution  and  that  a  settlement  could  be  reached  by 
direct  negotiations.^^ 

On  March  26  Italy  replied  that  it  was  ready  to 
open  direct  talks  with  Yugoslavia  in  the  spirit  of 
the  three-power  proposal,  but  definitely  ruled  out 
any  trade  of  cities.  The  Yugoslav  proposals  for  di¬ 
rect  negotiations  preceded  the  Soviet  reply  to  the 
three-power  memorandum,  when  it  seemed  likely 
that  Russia  would  agree  to  transfer  Trieste  to  Italy. 
Thus  Belgrade,  foreseeing  the  loss  of  the  Territory, 

24.  Ibid.,  p.  454. 

25.  Ibid.,  p.  540.  Soviet  note  dated  April  13. 

26.  Chronology  of  International  Events  and  Documents, 'Vo\.l'V 
(1948),  pp.  249,  228. 


was  hoping  to  get  what  it  could  out  of  a  direct  deal 
with  Italy.  The  announcement  of  Moscow’s  oppo¬ 
sition  to  the  three-power  proposals,  however,  put 
an  end  to  whatever  chances  there  may  have  been  of 
a  bi-partite  settlement. 

The  Soviet  Union,  following  its  estrangement 
from  Yugoslavia,  attempted  to  stabilize  the  inde¬ 
pendent  status  of  the  Trieste  Territory  when  it  pro¬ 
posed  to  the  Security  Council  on  February  17, 
1949  the  appointment  as  governor  of  Hermann 
Fluckiger,  a  Swiss  national  previously  nominated 
by  Britain.  This  proposal  was  rejected  on  May  10 
by  a  vote  of  2  (Russia  and  the  Ukraine)  to  0, 
with  9  abstentions.^’  The  Western  powers,  having 
become  convinced  of  the  unfeasibility  of  the  Free 
Territory,  thereby  indicated  their  intention  to  con¬ 
tinue  their  efforts  for  a  new  solution  of  the  whole 
Trieste  question. 

ITALO-YUGCSLAV  RELATIONS 

Despite  deep  mutual  suspicions  between  Italy 
and  Yugoslavia,  the  leaders  of  the  two  countries 
did  take  active  steps  toward  the  formulation  of  a 
modus  vivendi.  On  November  28,  1947  they  went 
so  far  as  to  conclude  an  agreement  for  commercial 
and  economic  cooperation  in  which  Italy  promised 
to  send  to  its  neighbor  various  types  of  industrial 
machinery  and  complete  plants  valued  at  over  $150 
million  during  the  course  of  the  ensuing  five  years, 
for  which  Yugoslavia  was  to  provide  most  of  the 
raw  materials  and  supplies  of  various  categories. 
This  was  in  addition  to  anticipated  trade  valued 
at  about  16  billion  lire  annually.’® 

The  announcement  of  the  expulsion  of  Yugo¬ 
slavia  by  the  Cominform  on  June  28,  1948  im¬ 
proved  the  prospects  for  closer  cooperation  between 
the  two  Adriatic  countries.  The  Belgrade  regime 
was  now  forced  to  rely  on  its  own  initiative  in 
evolving  policy,  being  uncertain  of  Russia’s  sup¬ 
port  and  therefore  increasingly  dependent  upon  its 
own  resourcefulness.  Moreover,  growing  economic 
restrictions  against  Yugoslavia  on  the  part  of  the 
other  Eastern  European  states  impelled  it  to  ex¬ 
pand  trade  with  the  West.  Accordingly  toward  the 
end  of  December  1948  Belgrade  initiated  discus¬ 
sions  with  Rome  concerning  a  number  of  issues, 
among  them  increased  trade,  compensation  for 
Yugoslav  merchantmen  sunk  during  the  war,  de¬ 
livery  by  Italy  of  some  naval  craft  in  accordance 
with  the  peace  treaty,  fishing  rights  for  Italians  in 
the  Adriatic,  compensation  for  Italian  properties 

27.  Security  Council,  Official  Records,  4th  Year,  424th  meet¬ 
ing,  No.  27  (May  10,  1949),  p.  10. 

28.  "Dccreto  legislative,  22  marzo  1948,  n.994,”  GazzetU 
Ufficiale,  Part  I,  No.  175  (July  30,  1948),  p.  2734. 
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nationalized  by  Yugoslavia,  and  exchange  o£  politi¬ 
cal  prisoners.  The  first  positive  results  of  these 
negotiations  were  announced  on  February  3,  1949, 
including  a  minor  commercial  accord  covering  an 
annual  exchange  between  the  border  provinces 
valued  at  about  $8  million,  and  an  agreement  on 
border  rectification.  On  April  13  a  pact  was  signed 
in  Belgrade  covering  Italian  fishing  rights,  and  an 
accord  reached  in  Rome  the  next  day  provided  for 
the  cession  of  nine  small  naval  units  to  Yugoslavia. 
By  May  24  agreement  in  principle  had  been  reached 
on  the  compensation  of  Italy  for  property  of  Ital¬ 
ian  nationals  taken  over  by  Belgrade  in  territory 
ceded  to  Yugoslavia.^^ 

These  trends  toward  more  cordial  Italo-Yugo- 
slav  relations  threatened  at  this  point  to  be  inter¬ 
rupted  by  new  difficulties  over  Trieste.  On  June 
10,  1949  Premier  Alcide  de  Gasperi  had  addressed 
a  mass  meeting  during  the  campaign  preceding 
the  first  municipal  elections  to  be  held  in  Trieste 
for  twenty-five  years.  De  Gasperi  indicated  that  he 
expected  the  entire  Free  Territory  to  be  returned 
to  Italy.  He  went  on  to  say,  however,  that  this 
change  must  be  brought  about  by  peaceful,  diplo¬ 
matic  means,  and  he  held  out  an  olive  branch  to 
Yugoslavia,  declaring  that  the  relations  between 
the  two  countries  were  improving  and  that  further 
agreements  should  be  made  to  consolidate  their 
friendship.'® 

The  elections  held  on  June  12  in  the  Anglo- 
American  zone  gave  a  substantial  majority  to  the 
parties  advocating  union  with  Italy,  the  Christian 
Democrats  alone  receiving  over  40  per  cent  of  the 
vote.  The  second  largest  vote  went  to  the  Comin- 
form  Communists,  while  the  pro-Yugoslav  Com¬ 
munists  made  a  very  poor  showing  with  only  about 
2  per  cent  of  the  total  vote.  In  elections  held  in  the 
outlying  districts  the  following  week,  however, 
Cominform  Communists  polled  51  per  cent  of  the 
votes  as  compared  with  about  30  per  cent  for  the 
Italian  parties  and  only  10  per  cent  for  the  Tito 
Communists.^^ 

trouble  over  TRIESTE 

Belgrade  then  injected  a  new  element  into  the 
situation  by  announcing  on  July  i  the  introduction 
of  500  million  Yugoslav  dinars  into  its  zone  of 
the  Free  Territory  in  place  of  the  Yugolire  which 
had  previously  circulated  there.  In  a  letter  to  the 
Security  Council  on  July  5  Yugoslavia  justified 
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this  action  on  the  ground  that  the  Anglo-American 
administration  had  violated  the  peace  treaty  and 
that  Italy  had  refused  to  provide  lire  for  the  zone 
as  required  by  the  peace  treaty.^^ 

The  United  States  and  Britain  in  identical  notes 
dated  July  14  rejected  the  Yugoslav  allegation  con¬ 
cerning  illegal  acts  on  their  part,  and  charged  that 
Italy’s  non-provision  of  lire  was  due  to  failure  on 
the  part  of  Yugoslavia  to  employ  the  procedures 
provided  in  the  treaty  for  the  settlement  of  such 
questions.  The  two  governments  affirmed  that  it 
was  Belgrade  which  was  violating  the  treaty  by 
integrating  the  economy  of  its  zone  with  that  of 
Yugoslavia.  They  concluded  the  note  by  referring 
to  their  “previously  recommended  solution”  of  the 
Trieste  question.^^ 

Alarmed  by  Belgrade’s  action,  the  Italian  gov¬ 
ernment  on  July  6  appealed  to  Britain,  France  and 
the  United  States  to  prevent  any  attempt  by  Yugo¬ 
slavia  to  assimilate  its  zone  of  the  Free  Territory. 
The  same  day  Count  Sforza  rejected  the  Yugoslav 
argument  justifying  the  introduction  of  dinars,  con¬ 
tending  that  Italy  could  not  provide  lire  for  use  in 
the  Yugoslav  zone  so  long  as  Belgrade  continued 
to  print  freely  hundreds  of  billions  of  Yugoslav 
lire  which  it  hoped  to  exchange  for  Italian  lire.  On 
July  II  Count  Sforza  raised  the  issue  with  the 
Yugoslav  Minister  in  Rome,  indicating  that  his 
government  took  a  “very  serious  view”  of  Bel¬ 
grade’s  action.  The  same  day  Marshal  Tito  in  an 
address  at  Pola  asserted  that  Yugoslavia  would  not 
recognize  any  unilateral  solution  of  the  Trieste 
question.^**  Three  days  later  Italy  withdrew  from 
the  trade  negotiations  which  had  been  proceeding 
haltingly  up  to  that  point. 

Nevertheless,  conversations  in  Belgrade  on  July 
30  between  Marshal  Tito  and  the  Italian  Minister 
opened  the  way  for  revival  of  the  trade  talks.  It 
developed  that  the  July  ii  speech  of  the  Marshal, 
while  opposing  unilateral  solution  of  the  Trieste 
question,  did  not  preclude  mutual  understandings 
on  the  subject.  In  his  conversations  Tito  intimated 
that  differences  over  Trieste  should  not  stand  in 
the  way  of  agreement  on  other  issues.  This  rap¬ 
prochement  quickly  led  to  the  signing  of  the  long 
discussed  commercial  agreement  on  August  4.^^ 
It  provided  for  the  exchange  of  goods  worth  about 
$94  million  (54  billion  lire)  during  the  ensuing 
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year.  Although  the  pact  did  not  establish  a  perma¬ 
nent  basis  for  commerce  between  the  two  states, 
it  did  constitute  the  most  significant  agreement 
with  a  Western  country  since  Yugoslavia’s  expul¬ 
sion  from  the  Cominform.  Another  agreement 
signed  August  6  provided  for  Italian  restitution  of 
property  taken  from  Yugoslavia  or  from  Yugoslav 
citizens  in  Italy,  and  the  same  day  a  delegation  left 
for  Belgrade  to  estimate  Italian  claims  in  Yugo¬ 
slavia."'^ 

Whether  these  accords  would  pave  the  way  for 
eventual  settlement  of  the  Trieste  question  re¬ 
mained  to  be  seen.  Premier  de  Gasperi,  however, 
expressed  guarded  optimism  in  a  press  interview 
on  August  8  when  he  stated  that  relations  with 
Yugoslavia  were  good  but  could  not  become 
friendly  until  fair  treatment  of  Italians  in  Yugo¬ 
slavia,  especially  in  the  Yugoslav  administered  zone 
of  the  Free  Territory  of  Trieste,  had  been  assured.^^ 

FRANCE  AND  GERMANY 

The  end  of  World  War  II  found  France  preoc¬ 
cupied  with  the  problem  of  security  from  Germany, 
and  determined  to  bring  its  influence  to  bear  on  the 
peace  settlement.  As  early  as  November  5,  1943  the 
French  Committee  of  National  Liberation  in  Al¬ 
giers  issued  a  communique  following  the  Moscow 
conference  of  the  Big  Three  in  October,  stating 
that  decisions  about  the  fate  of  Germany  could  not 
be  successfully  undertaken  “without  the  participa¬ 
tion  of  France.’’^®  Recognition  by  the  United  States 
on  October  23,  1944  of  the  Provisional  Government 
of  France,  and  the  subsequent  invitation  to  partici¬ 
pate  in  the  European  Advisory  Commission  on 
November  ii  paved  the  way  for  the  French  to  play 
an  active  role  in  the  peace  negotiations.^^ 

The  Franco-Soviet  treaty  of  December  10,  1944 
provided  for  joint  action  by  the  two  countries  to 
prevent  any  new  threat  from  Germany,  and  for 
mutual  assistance  should  either  party  find  itself  at 
war  with  the  Germans.'*®  Despite  these  signs  of 
great  power  recognition,  France  was  not  invited  to 
the  Crimea  conference  in  February  1945  where 
fundamental  decisions  regarding  Germany  were 
reached.  Nevertheless,  it  was  agreed  at  Yalta  to 
invite  France  to  participate  in  the  study  of  proce¬ 
dures  for  “dismemberment  of  Germany”;  to  occupy 
a  zone  in  Germany  which  would  be  formed  out  of 
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the  British  and  American  zones;  and  to  become  a 
member  of  the  Allied  Control  Council  for  Ger¬ 
many.'** 

French  policy  toward  Germany  had  been  defined 
by  General  Charles  de  Gaulle  the  day  before  the 
Yalta  conference  opened.  He  declared  that  France 
considered  the  following  conditions  essential:  the 
permanent  presence  of  French  forces  along  the 
Rhine,  and  the  separation  of  the  Ruhr  and  the  left 
bank  of  the  Rhine  from  the  “German  state  or 
states.”  In  addition  De  Gaulle  envisaged  several 
alliances  similar  to  the  one  already  concluded  with 
Russia,  as  well  as  participation  in  a  world  peace 
organization.'*^ 

Although  at  this  early  stage  France  was  unable  to 
participate  on  the  highest  levels  in  the  formation  of 
decisions  regarding  Germany,  it  succeeded,  through 
control  of  its  occupation  zone  and  its  veto  power 
in  the  Allied  Control  Council,  in  influencing  the 
implementation  of  German  policy  in  practical  ways. 

In  his  report  on  conditions  in  Germany,  Byron 
Price,  personal  representative  of  President  Truman 
and  now  Assistant  Secretary-General  of  the  United 
Nations,  reported  on  November  9,  1945  that,  as  a 
result  of  the  French  attitude,  Germany  was  being 
economically  dismembered,  since  it  had  proved  im¬ 
possible  to  set  up  any  common  policies  on  railways, 
postal  services,  and  other  facilities  which  should  be 
operated  as  part  of  a  national  system.'*^ 

This  led  to  an  exchange  of  notes,  the  United 
States  on  February  i,  1946  asking  France  to  recon¬ 
sider  its  attitude.  Central  agencies  under  Allied 
control,  the  United  States  thought,  were  not  in¬ 
compatible  with  a  loosely  federalized  Germany,  nor 
did  they  prejudice  the  eventual  frontier  settlement. 
In  its  reply  on  March  2  the  French  government 
pointed  out  that  the  occupation  would  eventually 
end,  and  that  France  was  already  preoccupied  with 
measures  to  prevent  Germany  from  ever  again  be¬ 
coming  a  threat  to  the  peace.  It  urged  that  certain 
regions  be  separated  from  German  sovereignty,  and 
that  centralized  administrations  should  not  be  ex¬ 
tended  to  the  Ruhr,  Rhineland  and  the  Saar.'*'* 

SOFTENING  OF  FRENCH  POLICY 

By  the  end  of  1946,  however,  France  realized 

41.  Department  of  State,  Bulletin,  Vol.  XII  (1945),  p.  213. 
For  full  Proctocol  of  Crimean  Conference  see  Department  of 
State  Press  Release,  March  24,  1947,  in  New  York.  Times, 
March  25,  1947,  p.  14.  Despite  the  Yalta  decisions  France  was 
not  invited  to  the  Potsdam  conference  of  July  17  to  August  2, 
1945. 

42.  War  and  Peace  Aims  of  the  United  Nations,  cited,  p.  886. 

43.  Department  of  State,  Bulletin,  Vol.  XIII  (1945),  p.  885. 

44.  Ibid.,  Vol.  XIV  (1946),  p.  440;  “Documents  fran^ais  rela- 
tifs  a  I’AlIcmagne  (aout  i945'-decembre  1946),”  Notes  docu- 
mentaires  et  etudes.  No.  582,  pp.  7-8. 
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ihat  it  would  have  to  modify  its  policy.  It  saw  the 
impracticability  of  continuing  to  press  for  separa¬ 
tion  of  the  Rhineland.  At  the  same  time  the  grow¬ 
ing  crisis  in  the  French  economy  caused  Paris  to 
stress  increasingly  its  economic  as  compared  with 
its  security  objectives  in  Germany. 

France  had  already  brought  about  a  customs  un¬ 
ion  with  the  Saar.  This  valuable  coal-mining  dis¬ 
trict  was  gradually  separated  administratively  from 
the  rest  of  the  French  zone  and  given  an  inde¬ 
pendent  status.  On  December  22,  1946  a  customs 
barrier  was  established  between  the  Saar  and  the 
rest  of  Germany.  Simultaneously  the  Foreign  Of¬ 
fice  issued  a  statement  that  France  had  no  inten¬ 
tion  of  taking  unilateral  action  or  of  “forcing  the 
hand  of  the  Big  Four  Council.”  In  view  of  “future 
integration  of  the  Saar,”  however,  it  was  taking 
steps  to  ensure  that  the  area  would  be  in  good  con¬ 
dition  when  that  eventuality  arose.'*’ 

Meanwhile,  the  United  States  and  Britain  on 
December  2  had  agreed  to  fuse  their  two  zones  of 
occupation.  If  France  was  to  insure  its  supply  of 
Ruhr  coal,  it  clearly  would  have  to  adopt  a  less 
uncompromising  attitude.  Accordingly,  on  January 
24, 1947  France,  in  a  memorandum  to  the  Council 
of  Foreign  Ministers,  urged  that,  while  German 
economic  unity  might  be  conceded,  the  country 
should  be  politically  organized  as  a  loose  federation 
with  residual  powers  vested  in  each  state.**^ 

Five  days  later  M.  Bidault  asked  that  the  Ruhr 
mines  be  owned  by  the  Allies  and  operated  for  the 
benefit  of  Europe  as  a  whole.  German  coal  especi¬ 
ally,  he  said,  should  be  used  for  producing  steel  in 
the  countries  bordering  on  Germany.**^ 

From  the  French  point  of  view  it  would  be  more 
rational  to  bring  Ruhr  coal  to  the  Lorraine  iron 
mines  than  vice  versa.  By  increasing  French  steel 
production  at  the  expense  of  German,  the  relative 
power  potential  of  the  two  countries  would  be 
changed  so  as  to  improve  both  France’s  security 
and  its  economic  position.  A  memorandum  giving 
more  details  on  the  proposed  international  control 
for  Ruhr  industries  was  sent  to  the  three  powers 
on  February  1.“*® 

At  the  Moscow  Conference  of  Foreign  Ministers, 
March  10  to  April  24,  1947,  M.  Bidault  reiterated 
his  argument  for  international  control  of  the  Ruhr. 
The  United  States  and  Britain  soon  made  it  clear, 
however,  that  they  would  not  agree  to  Soviet  par- 

45'  New  York.  Times,  December  24,  1946. 

46.  “Memorandums  du  gouvernment  fran^ais  .  .  Notes 
documentaires  et  etudes.  No.  532. 

47-  Le  Monde,  January  31,  1947,  p.  i. 

48.  “Memorandum  du  gouvernment  franfais  sur  Ic  futur 
ftgime  cconomique  de  la  Ruhr  (1  fevrier  1947),”  Notes  docu- 
"ifntaires  et  etudes.  No.  546. 


ticipation  in  such  control  unless  the  Western  pow¬ 
ers  could  join  in  comparable  supervision  of  eastern 
German  industries,  especially  those  in  Silesia.  Since 
no  agreement  could  be  reached,  the  proposal  was 
rejected.  France  at  the  same  time  appealed,  without 
results,  for  approval  of  the  incorporation  of  the 
Saar  in  a  customs  union  with  France,  although  the 
United  States  and  Britain  gave  qualified  approval 
for  special  treatment  of  the  area."*^ 

While  the  Moscow  conference  was  still  in  ses¬ 
sion,  Britain,  the  United  States  and  France  took 
advantage  of  the  opportunity  to  reach  an  agreement, 
announced  April  21,  1947,  on  the  proportion  of  coal 
production  in  their  zones  of  Germany  to  be  sent  to 
the  importing  countries  for  a  six-month  period, 
beginning  July  i.  The  agreement  also  envisaged 
the  prospective  economic  incorporation  of  the  Saar 
into  France.’®  In  a  statement  on  the  Moscow  Con¬ 
ference,  May  16,  1947,  M.  Bidault  indicated  that 
France  could  no  longer  mediate  between  the  pow¬ 
ers  with  respect  to  Germany  as  it  had  done  in 
other  cases,  notably  that  of  Trieste,  since  its  vital 
interests  were  now  involved.’* 

Anglo-American  measures  to  increase  production 
in  the  bizone,  moreover,  compelled  France  to  seek 
guarantees  from  the  West  on  the  distribution  of 
Ruhr  coal.  The  United  States  and  Britain,  never¬ 
theless,  after  considering  the  French  views  during 
a  meeting  in  August  1947,  announced  on  the  28th 
an  increased  maximum  level  of  production  for  their 
zones  in  Germany,  raising  the  ceilings  agreed  to 
by  the  four  occupying  powers  in  March  1946.’^ 

THE  SAAR  QUESTION 

Meanwhile  France  continued  its  unilateral  policy 
in  the  Saar.  On  October  5, 1947  elections  took  place 
for  the  Landtag,  in  which  parties  favorable  to 
France  won  by  a  landslide.  The  new  legislature 
proceeded  on  November  8  to  adopt  almost  unani¬ 
mously  a  constitution  which  had  been  previously 
drafted.  The  preamble  to  this  constitution  declares 
the  Saar  independent  of  Germany,  puts  the  area 
under  French  protection  in  foreign  affairs  and  de¬ 
fense,  introduces  French  currency,  laws  and  tariffs, 
appoints  a  French  representative  with  decree  pow- 

49.  “La  Conference  du  Moscou.  Documents  relatifs  a  I’Alle- 
magne.  .  Notes  documentaires  et  etudes.  No.  620. 

50.  Department  of  State,  Bulletin,  Vol.  XVI  (1947),  p.  822; 
“Accords  franco-anglo-americains  sur  le  charbon  de  TAllemagne 
occidentale  (avril  1947-fevrier  1948),”  Notes  documentaires 
et  etudes.  No.  853,  pp.  3-4. 

51.  Le  Monde,  May  18-19,  1947,  p.  i.  This  statement,  which 
followed  shortly  after  the  expulsion  of  the  Communists  from 
the  government,  reflected  a  general  shift  in  France’s  interna¬ 
tional  orientation,  discussed  in  the  November  i,  1949  issue  of 
the  Foreign  Policy  Reports. 

52.  Department  of  State,  Btdletin,  Vol.  XVII  (1947),  p.  467; 
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ers  to  safeguard  the  economic  union,  and  establishes 
judicial  uniformity  with  France.’^ 

Failing  to  receive  any  sanction  for  the  economic 
integration  of  the  Saar  at  the  London  Council  of 
Foreign  Ministers,  November  25  to  December  15, 
1947,  France  in  January  signed  a  convention  with 
the  new  Saar  regime  extending  French  economic 
and  financial  legislation  to  the  area.  Self-govern¬ 
ment  for  the  Saar  was  approved,  and  the  French 
Military  Governor,  Colonel  Grandval,  was  given 
the  title  of  High  Commissioner.’"* 

THE  LONDON  ACCORD 

In  the  wake  of  the  breakdown  of  the  London 
meeting  of  the  Council  of  Foreign  Ministers,  and  in 
the  light  of  economic  developments  which  had  re¬ 
duced  the  reluctance  of  the  occupying  powers  to 
relinquish  their  zonal  sovereignty,  France  met  with 
Britain,  the  United  States  and  the  three  Benelux 
countries  in  London,  beginning  February  23,  1948, 
to  reach  agreement  on  a  joint  program  for  Western 
Germany.  The  final  accord,  reached  on  June  i,” 
included  provision  for  an  international  authority 
to  set  minimum  export  quotas  for  the  Ruhr’s  coal, 
coke  and  steel,  thus  protecting  the  development  of 
French  industry.  The  Western  zones  were  au¬ 
thorized  to  set  up  an  assembly  to  draft  a  con¬ 
stitution  which  would  “end  the  present  division  of 
Germany  by  means  of  a  federal  form  of  govern¬ 
ment  .  . 

Agreements  were  also  reached  concerning  trade 
between  the  French  and  Combined  Zones.  To  reas¬ 
sure  the  French,  the  creation  of  a  Military  Security 
Board  was  authorized  and  it  was  decided  that  the 
occupation  forces  would  not  be  withdrawn  without 
prior  consultation  until  the  peace  of  Europe  had 
been  ensured. 

Although  the  London  accord  did  include  sub¬ 
stantial  concessions,  it  by  no  means  granted  all  of 
France’s  wishes.  A  heated  discussion  took  place  in 
the  French  National  Assembly  which  finally  up¬ 
held  the  government  on  June  17,  1948  by  the  close 
vote  of  297  to  289,  with  26  abstentions,  and  with  a 

5'3.  “Constitution  de  la  Sarre,”  and  “Trois  ans  de  presence 
franqaise  en  Sarre,”  Notes  documentaires  et  etudes,  Nos.  773 
and  991;  “The  Present  Status  of  the  Saar,”  Department  of 
State,  Documents  and  State  Papers,  Vol.  1  (1948),  pp.  435-450. 

54.  Decret  no.  47-2447,  31  decembre  1947,  Journal  Officiel, 
Lois  et  decrets,  January  18,  1948,  p.  566;  Decret  no.  48-105, 
13  janvicr  1948,  ibid.,  pp.  567-570. 

55.  Department  of  State,  Bulletin,  Vol.  XVIIl  (1948),  p.  807, 
Article  2  and  Annex  I.  “Communiques  relatifs  aux  accords  de 
Londres  sur  I’Allemagne,”  Notes  documentaires  et  etudes.  No. 
927.  See  also  Jane  Perry  Clark  Carey,  “Germany  Today: 
Security  vs.  Recovery,”  and  “German  Politics  and  the  East-West 
Deadlock,”  Foreign  Policy  Reports,  Vol.  XXIV,  No.  20,  and 
Vol.  XXV,  No.  2  (March  i  and  April  i,  1949). 


number  of  important  reservations,  including  the 
internationalization  of  the  mines  and  basic  indus¬ 
tries  of  the  Ruhr  and  French  participation  in  their 
control.’*’ 

With  the  London  agreement  ratified,  France  on 
July  13  urged  the  other  five  participants’^  to  con¬ 
sider  promptly  the  framing  of  the  statute  for  the 
Ruhr.  The  matter,  however,  was  delayed  while  the 
acute  Berlin  controversy  came  to  a  head,  and  the 
six  powers  did  not  meet  to  consider  the  Ruhr  au¬ 
thority  until  November  ii. 

Meanwhile  the  United  States  and  Britain,  dis¬ 
turbed  by  conflicting  policies  in  the  Ruhr,  worked 
out  a  joint  program,  announced  on  November  10 
as  Control  Law  No.  75  for  the  American  and  Brit¬ 
ish  zones.  The  preamble  to  the  law  stated  that  the 
“eventual  ownership  of  the  coal  and  iron  and  steel 
industries  should  be  left  to  the  determination  of  a 
representative,  freely  elected  German  Govern¬ 
ment.’”® 

Coming  at  the  moment  when  the  Ruhr  question 
was  up  for  discussion,  and  on  the  anniversary  of 
the  Armistice,  this  announcement  caused  an  un¬ 
favorable  reaction  in  France  where  the  govern¬ 
ment  promptly  reaffirmed  that  ownership  of  Ruhr 
industries  should  be  determined  by  the  interested 
powers.  On  November  19  Secretary  of  State  Mar¬ 
shall  told  Foreign  Minister  Schuman  that  France 
could  participate  in  the  work  of  the  control  groups 
which  had  been  set  up  for  coal  and  steel.”* 

The  French  Foreign  Office  on  the  25th  indicated 
that  this  was  a  “first  satisfaction,”  but  it  hoped  that 
other  concessions  would  follow,  including  settle¬ 
ment  of  the  Ruhr  ownership  question  by  the  peace 
conference,  and  French  participation  in  supervision 
of  management  both  before  and  after  full  sover¬ 
eignty  had  been  given  to  the  German  government. 

Although  the  Ruhr  agreement,  announced  De¬ 
cember  28  and  signed  April  28,  1949,  did  not  pro¬ 
vide  for  management  by  the  Authority,  it  did  re¬ 
tain  this  function  for  the  occupying  powers,  in¬ 
cluding  France,  thus  ensuring  French  representa¬ 
tion  in  the  formulation  of  Ruhr  production  pol¬ 
icies.*’® 

French  security  was  further  insured  when,  on 
January  17,  the  three  Western  military  governors 

56.  Journal  officiel.  Dehats  parlementaires.  Assemble  nationale, 
1948,  p.  3578. 

57.  Belgium,  the  Netherlands  and  Luxembourg  as  well  as  the 
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58.  Department  of  State,  Bulletin,  Vol.  XIX  (1948),  p.  7^4! 
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59.  Department  of  State,  Bulletin,  Vol.  XIX  (1948),  p.  703. 
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announced  the  establishment  of  the  Military  Se¬ 
curity  Board.*^^ 

WESTERN  AGREEMENTS  ON  GERMANY 

On  April  8, 1949,  agreements  were  announced  on 
a  number  of  outstanding  issues  regarding  Ger¬ 
many.  A  simplified  Occupation  Statute  was  pro¬ 
claimed  which  granted  “full  legislative,  executive 
and  judicial  powers”  to  the  German  Federal  gov¬ 
ernment  with  the  exception  of  certain  specifically 
enumerated  functions.  In  particular  France  was 
given  an  equal  voice  in  the  High  Commission  and 
its  subordinate  control  agencies.^^ 

The  agreement  for  fusion  of  the  three  zones  was 
made  possible  by  a  compromise  over  the  question 
of  voting  power.  The  French  had  feared  that  under 
a  system  of  majority  rule  they  would  be  unable  to 
protect  their  vital  interests,  while  the  United  States 
and  Britain  were  unwilling  to  give  France  a  veto 
right  which  might  be  used  to  frustrate  their  occu¬ 
pation  objectives.  The  compromise  provided  a  com¬ 
plex  system  of  voting  arrangements  for  different 
types  of  problems,  safeguarding  the  chief  interests 
of  both  France  and  the  United  States. 

Other  agreements  concerned  the  suspension  of 
dismantling  operations  in  Germany  and  a  reaffirma¬ 
tion  of  the  need  for  strengthening  the  federal  states 
in  the  Bonn  Basic  Law. 

While  France  could  not  be  enthusiastic  about  the 
various  agreements  which  did  not  accord  fully  with 
its  own  aspirations,  it  was  recognized  that  French 
wishes  had  been  taken  seriously  into  account.  More¬ 
over,  it  had  gradually  come  to  be  felt,  for  various 
reasons,  that  the  chief  security  problem  for  France 
was  not  so  much  the  immediate  future  of  Germany 
as  the  recovery  of  Europe  and  the  relations  of  the 
Western  powers  to  the  Soviet  Union. 

Symptomatic  of  the  general  change  in  outlook 
was  the  common  front  maintained  by  France  with 
Britain  and  the  United  States  during  the  Paris 

61.  Department  of  State,  Bulletin,  Vol.  XX  (1949),  p.  195. 

62.  Department  of  State,  Bulletin,  Vol.  XX  (1949),  p.  500. 


Council  of  Foreign  Ministers,  May  to  June  1949, 
and  the  signing  on  July  22  of  a  Franco-German 
trade  agreement  for  exchanges  valued  at  $396  mil- 
lion.^^  As  General  Joseph  Pierre  Koenig,  French 
Military  governor,  prepared  to  resign  his  post  to  be 
replaced  by  a  civilian  High  Commissioner,  he  de¬ 
clared  on  July  26  that  Franco-German  reconcilia¬ 
tion  and  participation  as  partners  in  a  federated 
Europe  was  a  pre-condition  for  peace.  While  ad¬ 
mitting  the  existence  of  many  obstacles  to  under¬ 
standing,  he  insisted  that  the  interests  of  the  two 
countries  were  not  divergent.*^ 

French  foreign  policy  has  thus  undergone  a  ma¬ 
jor  shift  since  the  end  of  the  war.  The  problem  of 
security  against  Germany,  while  by  no  means 
solved,  has  been  relegated  to  second  place  as  com¬ 
pared  with  the  task  of  defining  France’s  role  in  the 
context  of  a  larger  world  struggle.  That  French 
fears  of  Germany  had  not  been  completely  dissi¬ 
pated  was  clearly  revealed  in  a  strong  reaction  to 
the  nationalistic  outpourings  in  Germany  during 
the  election  campaign  in  August,  and  in  the  un¬ 
willingness  of  Paris  to  take  up  Winston  Churchill’s 
proposal  on  August  17  that  Western  Germany  be 
quickly  admitted  to  the  Council  of  Europe.^’  Partly 
this  shift  was  due  to  agreements  with  the  Western 
powers  which  had  reassured  France  about  Ger¬ 
many.  Perhaps  even  more,  it  had  come  about  be¬ 
cause  the  whole  pattern  of  international  forces  had 
fundamentally  changed.^^ 

63.  New  York_  Times,  July  23,  1949. 

64.  Ibid.,  July  27,  1949. 

65.  When  M.  Bidault  on  August  17  asked  for  the  admission 
of  the  Saar  as  a  member  of  the  Council  of  Europe  he  skillfully 
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themselves,  if  such  a  clear  recognition  of  independent  status  for 
the  Saar  had  been  granted.  At  the  same  time  this  French  move 
revealed  that  the  Saar  question  remains  a  fundamental  obstacle 
to  full  Franco-German  harmony,  and  that  France,  while  insist¬ 
ing  on  its  willingness  to  admit  Germany  to  the  European  Coun¬ 
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66.  These  changes  and  their  effect  on  France  and  Italy  will  be 
discussed  in  the  November  i,  1949  issue  of  the  Foreign  Policy 
Reports. 
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French  Needs  and  the  ERP' 


In  meeting  its  postwar  international  obligations,^ 
France  at  first  had  to  draw  heavily  on  its  gold 
reserves.  In  1939  these  reserves  had  stood  at  $3,129 
million,  but  by  1947  they  had  been  depleted  to 
only  $548  million,  where  they  have  since  remained.^ 
France  also  called  on  official  and  private  investments 
overseas  to  the  extent  of  $i  billion  in  1946.  By  1947, 
however,  these  resources  had  been  largely  ex¬ 
hausted,  and  the  country  was  forced  to  seek  credits 
and  grants  from  abroad  which  amounted  to  about 
$1.2  billion  in  1946  and  $1.3  billion  in  1947.“* 
During  1948-9  EGA  proposed  $980.9  million  of 
direct  aid  to  the  French  Union  in  accordance  with 
its  basic  agreement  with  France  of  June  28,  1948.’ 
This  figure  was  based  on  a  total  estimated  deficit 
on  current  account  with  the  dollar  area  of  $1,0774 
million.^ 

A  sound  long-run  solution  of  the  balance  of  pay¬ 
ments  problem,  however,  requires  an  increase  in 
exports  which,  in  turn,  depends  upon  expanded 
domestic  production  and  lowered  costs.  To  achieve 
this,  France  first  had  to  halt  the  post-war  inflation, 
which  was  largely  accomplished  with  the  adoption 
of  the  1949  national  budget.  Prices  in  general 
reached  a  peak  near  the^  end  of  1948  and,  with 
minor  fluctuations,  have  since  then  held  relatively 
constant.^ 

France’s  effort  to  increase  productivity  is  pri¬ 
marily  carried  out  through  the  investment  program 
known  as  the  Monnet  Plan.  The  EGA  has  played 
a  significant  role  in  this  connection  by  helping 
France  obtain  urgently  needed  industrial  goods. 
The  sum  of  $735.8  million,  out  of  a  total  of  $1,313.2 
million  authorized  (including  Interim  Aid  funds) 
by  June  30, 1949,  was  for  industrial  commodities.  A 
total  of  $375.8  million  was  for  agricultural  products 
and  $200.9  million  for  ocean  freight.® 

In  addition,  the  franc  counterpart  funds  for 
American-financed  imports  played  an  important 

1.  Marshall  Plan  aid  to  Italy  was  discussed  in  "The  EGA 
Program  in  Italy,”  Foreign  Policy  Reports,  Vol.  XXV,  No.  5 
(May  15,  1949). 

2.  The  deficit  on  current  account,  including  also  deficits  for 
the  overseas  territories,  came  to  $1,491  million  in  1945,  $2,069 
million  in  1946,  $1,675  million  in  1947  and  $1,742  million 
in  1948.  Bank  for  International  Settlements,  Nineteenth  Annual 
Report  (Basle,  1949),  p.  80. 

3.  International  Financial  Statistics  (August  1949),  p.  68. 

4.  Economic  Cooperation  Administration,  France,  Country 
Study  (Washington,  1949),  p.  23.  These  included  United  States 
credits  and  grants  of  $849  million  in  1946  and  $i,ioi  in  1947. 

5.  “Economic  Cooperation  with  France,”  Treaties  and  other 
International  Acts  Series  1783  (Washington,  1948). 

6.  The  EGA  contribution  was  determined  after  deducting 
various  capital  transactions.  France,  Country  Study,  cited,  p. 
60. 

7.  United  Nations,  Monthly  Bulletin  of  Statistics  (monthly 
issues).  See  also  Institut  National  de  la  Statistique  et  dcs 
Etudes  Economiques,  Bulletin  Hebdomadmre  de  Statistique. 

8.  The  major  industrial  items  (in  million  dollars)  were 


part  in  the  French  investment  program.  As  of 
June  30,  1949  EGA  had  approved  for  program  use 
a  total  of  262  billion  francs  ($i  billion)  of  which 
25  billion  was  used  to  reduce  the  French  national 
debt  and  the  rest  to  foster  production.  The  scale  of 
this  contribution  may  be  judged  by  comparison 
with  the  national  income. 

Thus,  the  net  investment  program  for  the  whole 
economy  in  1949-50,  according  to  French  official 
estimates,  is  scheduled  to  be  about  980  billion 
francs,  or  around  16  per  cent  of  the  net  national 
income.  Assuming  that  the  franc  equivalent  of 
outside  assistance  for  the  same  period  will  be  290 
billion,  the  amount  to  be  raised  from  internal 
sources  will  be  reduced  to  approximately  11.5  per 
cent  of  national  income.^ 

Exports  may  also  be  affected  by  fluctuations  in 
the  terms  of  trade,  as  determined  by  the  prevailing 
exchange  rates.  The  French  official  rate  of  119 
francs  to  the  dollar  was  devalued  on  January  26, 
1948  to  214,  and  a  “free”  market  for  the  dollar 
under  regulated  conditions  was  established.*® 

Although  the  French  had  by  these  means  gained 
a  competitive  advantage  for  themselves,  they  were 
disturbed  when  the  British  devalued  the  pound 
on  September  18,  1949.  The  next  day  France  abol¬ 
ished  its  multiple  exchange  rate  system  and  estab¬ 
lished  a  single,  fluctuating  free  market  rate,  with  a 
ratio  of  350  francs  to  the  dollar  set  as  a  minimum. 

France’s  international  exchange  position  may 
now  be  judged  from  the  fact  that  while  only  48 
per  cent  of  the  country’s  imports  were  paid  for 
by  exports  in  1948,  the  percentage  had  risen  to  70 
per  cent  by  June-July  1949.  Nevertheless,  the  dollar 
deficit  problem  remained  acute.  In  1948, 14  per  cent 
of  France’s  dollar  imports  were  covered  by  exports, 
the  proportion  falling  to  only  12  per  cent  in  the 
second  quarter  of  1949.  Total  export  volume  had 
risen  well  above  pre-war  figures,  reaching  141  per 
cent  by  April-May  1949.  The  gain,  however,  was 
entirely  in  shipments  to  soft  currency  areas."  If 
France,  like  Britain,  is  to  achieve  international  sol¬ 
vency,  it  will  have  to  increase  greatly  its  sales  in 
the  United  States. 

petroleum  and  products,  170.2;  coal  and  related  fuels,  156.5; 
cotton,  140.5;  machinery  and  equipment,  149.3;  vehicles  and 
transportation  equipment,  68.3;  non-ferrous  metals  and  products, 
74.0;  iron  and  steel  mill  materials  and  products,  28.3;  chemicals, 
44.6;  and  various  other  categories.  Economic  CooperatioD 
Administration,  Thirteenth  Report  for  the  Public  Advisory 
Board  (July  20,  1949),  p.  57. 

9.  France,  Country  Study,  cited,  pp.  12-17.  ECA, 
Currency  Counterpart  Funds  (monthly  summaries);  OEEC, 
Report  to  the  ECA  on  the  /949-/950  Programme,  Vol.  II,  p- 
78. 

10.  The  effective  commercial  rate  was  the  mean  between  214 
and  the  “free”  rate,  which  stood  at  330.52  in  July  1949. 

11.  E.C.A.,  Recovery  Guides  (September  1948),  p.  54;  Inter¬ 
national  Financial  Statistics  (August  1949),  pp.  68,  150. 


